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ABSTBACT 

This report provides an overYiev of the State school 
aid distribution plan passed by the Hew Hexico legislators in 1974* 
The pretrions school finance plan, passed in 1969» and the probleas 
school districts experienced under that plan are briefly described^ 
followed by a discussion of the 1974 legislation. The new plan is a 
«eighted*pupil foraula based on the national Education Finance 
Project aodel. It protrides distributional equity by defining school 
district "need" on a weighted-pupil basis* and it protrides taxpayer 
equity by allocating State funds in intrerse proportion to local 
revenue. The author suggests that the 1974 Hew Hexico plan aeets the 
Serrano test of fiscal neutrality for operational funds but lacks a 
systeaatic provision for capital outlay and debt service. 
(Author/J6) 
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Background 

The primary Intent of the ^'State Equalisation Guarantee** paaeed by 
the 1974 New Mexico Legialature was to equalise expenditures among the 
88 school districts through a more sophisticated definition **need** and 
a major adjustment in the state-aid distribution. New Mexico .statutes 
require that the Chief of Public School Finance* Department of Finance 
and Administration, hold annual budget hearings in each of the state's 
school districts; a process that tends to provide excellent feedback 
to the legislative and executive branches of state government from local 
school boards and administrators relative to the fiscal needs of districts. 
It was primarily through that process that cunmilative inequities were 
highlighted and aade visable. 

The previous comprehensive school finance reform legislation was 
passed in 1969. That distributional method was a Johns-Morphet type of 
**8tafflng formula" containing thirteen staff categories of professional 
and non-professional personnel. Based upon a district *8 ADM, basic 
program **need'* was determined by allocating a nuinber of staff positions 
(e.g., one Principal pd£ 400 ADM) and multiplying the allocation by an 
appropriation unit for each category (e.g., $13,085 for principals In 
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1973) « A£ter determiniag total salary costsi 25 percent of that amount 
was added for supportive coats and the state funded 70 percent of the 
basic program plus 100 percent of approved special education costs. 
The school districts were required to generate the remaining 30 percent 
of *'need" through local tax sources. Unfortunately, the state imposed 
uniform assessment ratio of 33-1/3 percent of market value and limitation 
on tax rates combined with extremely low property wealth of school districts 
such that many districts could not generate the 30 percent local contribu- 
tion to "need." Consequently many districts never attained 100 percent 

a 

< 

of "need" during the five years that the staffing formula waa in opera- 
tion while a few districts generated more than 100 percent of "need" 
or enjoyed lower property tax rates. Illustrative is the fact that 
following the first year of operation, an equalization appropriation 
was added to the distribution which guaranteed a minimum amount of local 
reventie per ADM and that distribution increased to approximately 14 percent 
of the basic distribution in four years; thereby recognizing that poor 
wealth districts could not meet the 30 percent local contribution to "need." 

Context 

It was against the above background and widespread criticism of 
the staffing formula from the Chief of Public School Finance, representa- 
tives from large and small school districts, teacher unions and legislators 
that the Governor formed an Advisory Committee on School Finance in the 
Spring of 1973. The Chief, a staff member of the executive branch, and 
the State Superintendent were named as Co-Chairmen of the Committee which 
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Included repreaentatlves of cattgorlcal programs* full menberthlp of 
the Legislative School Study Coanlttee (L*S«S.CO» Parent Teacher Aseocla* 
tlon representatives, union representatives* and School Administrator 
Association representatives* 

The Advisory Coflimittee met approximately once each month between 
July and December with the Chief playing the key leadership role. The 
Chief had previously hired an individual vho was completing his doctoral 
dissertation at the University of New Ifexico in which he adapted the 
National Education Finance Project's (NEFP) computer-based simulation 
model to New Mexico • The advocacy of the Chief and Key members of the 
Legislative School Study Cosmittee for a student-needs based fonmla 
and the absence of alternative proposals except modification of the 
discredited existing formula* established the NEFP-type weighted pupil 
approach as the focus of debate. 

The initial issues were: (1) how much additional money would be 
appropriated (the Governor had pledged a 12 percent increase) and (2) how 
should the money be distributed? The latter issue was readily resolved 
as to form by acceptance of the weighted pupil approach* leaving only 
the dimensions to be determined. Simulated distributions of Conmlttee 
requested Alternatives were provided by the Chief. Although the legality 
of takirt;;^ credit of P.L. 874 funds as local wealth remained questionable* 
the Committee adopted that provision. However* given the Governor *s 
recommended 12 percent increase* redistribution of state aid under the 
new formula indicated that 58 districts would gain revenue compared to 
existing funding levels and 30 districts would lose* thereby requiring 17 
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percent of tht proposed approprlttlon for a **aave<-hanBltM** provision* 
The final meeting of the Governora Advlaory Cooolttee reviewed a proposal 
for a naxlnum Increaae of 12 percent for prevloua categorical prograas 
(Klndergarten> Special Education, and Vocational) and a total appropriation 
Increaae of approximately 15 « 6 percent* That recomnendatlott* although 
above the Governor's commitment « became the package to be Introduced by 
the L.S.S.C. and Included only nine districts In "save-harmless** after 
district sparslty was amended to It (primarily due to large receipts 
of P.L. 874 funds). 

During the legislative se8slon» school district sparslty was added 
and the legislature made It clear that local boards should give first 
priority to teacher salary lnc;*eases. The dollars per unit was established 
at $616.50 In the Appropriations BUI as were maximum Increases of 12 
percent for Klndergarteni Special Education and Vocational programs and 
a ma x i m um Increase of 43 percent for Bilingual programs (In the second 
year of funding). State support Increased from approximately 73 percent 
to approximately 83 percent of operational budgets. 

Provisions of the Reform Legislation 

The following weightings were established: 



Program 



Weight 



*Klndergarten 



1.1 (F.T.E.) 



Grades 1-3 
Grades 4-6 
Grades 7-9 



1.1 ADM 
1.0 ADM 

1.2 ADM 
1.4 ADM 



Grades 10-12 



*subject to State Department of Education approval 
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Profttm 

« 

*8p«el«l Educfttlon 
A/B (Itlntrate/retouree rooms) 

C Mildly handicapped 
D Saveroly handicapped 

^Vocational 

*Billngual 



Weight 



20.0 (total units for approved 

program* not 
1.9 ADM 
3.8 ADM 

0.8 (F.T.E. add-on) 
0.5 (F.T.E. add-on) 



Soarsitv 



Schools with ADM less than 200: 
El«««„ «rf joalor High, X 1.0 X iUW - »ntt. 

S«>lo>H18h, X 2.0 X tan -mix. 

Districts with ADM less thsn 4,000: 

4000 ■ ADM 



4000 



X 0.15 X ADM - units 



Teacher Training and Experience 

A weighted average of teacher training and experience is coovuted 
for each district utilising a matrix of five training levels and five 
experience levels. The index is multiplied by the sum of program units 
(excluding special education units of approved private programs) to yield 
"adjusted" program units. No district's training and experience index 
shall be less than 0.95. 

Calculation of Need 

A district's "need** is determined by summing "adjusted" program 
units, approved private school special education units and sparsity units 



^subject to State Department of Education approval 
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and miltiplylng the total unlta by tha unit appropriation of $616.30. 
Uowavar, dua to the 12 percent Increaaes limited on seme programs t the 
Vocational program unit amount waa established at $461 and the Special 
Education program unit amount was established at $587. The Bilingual 
program limitation did not necessitate a reduction In the unit funding 
level nor did the limitation 0:1 Kindergarten. 

Calculation of the State Equalisation Guarantee (90.5 percent of 
Appropriation) 

1. Calculate "need" as described above utilizing the higher of 
the first 40 days ADM or the first 80 days ADM. 

2. Calculate local and federal revenue received from: 

(a) 95 percent of a uniform levy of 8.925 mills on local 
assessed real property; 

(b) 95 percent of the district's share of motor vehicle 
license fees; 

(c) 95 percent of the district's share of forest reserve funds; 

(d) 95 percent of P.L. 874 funds; and 

(e) 95 percent of regular federal vocational funds (20 U.S.C. 
1241-1391) 

3. The amount of the state equalization guarantee Is determined 
for each district by subtracting the sum of number 2 above from 
the "need" determined in nuniber 1 above. 

"Save-HaralesB" (1.5 percent of Appropriation) 

Any district that would receive less state revenue per ADM« except 
Kindergarten and Special EducatloUf under the state equa7.1zatlon guarantee 



than under the prcvioue year CorsitlA» ahell receive an allocation to 
guarantee the previoua year funding level per ADM* However* the eave» 
hamleaa amounte ahall be reduced each aucceedlng year until no eaounts 
ahall be provided under this provision in 1980. A special provision 
was Bade to Include one district into save-hariBless due to the large 
grants received by that district from the Atomic Energy Coanission* 

Transportation (6 percenic of Appropriation) 

The state provides 100 percent of transportation costs* 

Textbooks (1.6 percent of Appropriation) 

Each school district and private school participates In a special 
textbook fund appropriated from Federal Mineral Leasing Tunds* The 
allocation is made to public school districts and private schools based 
upon their elementary and secondary ADM as a percentage of the total 
public and private elementary and secondary ADM In the state* Credits 
are established with the State Textbook and Materials Depository and the 
perticipants draw state approved books and materials up to the amount 
of entitlement* 

Supplementary Distributions (0*4 percent of Appropriation) 

1* Out-K>f->State Tuition-~100 percent state support for border 

students more econonically educated In other states. 
2. Emergency— -need based; approved by the Chief* 
3* Program Enrichment-»provides for special education diagnostic 

services and other special-needs programs ap^^roved by the 

Superintendent * 
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4. Special Vocaeioiuil-««ppvoprUtion for tlurtd-tlBA programt for 
high school students attendtng post-secondary Area Vocational 
Schools as approved by the Superintendent. 

Capital Outlay 

No regular appropriation of state funds is nade for capital expendi- 
tures. However, the legislature has appropriated approxlaately $3 million 
to 8>e distributed on an emergency basis as recommended to the State School 
Board by an Advisory CouncU. Participatory limitations are eotablished 
by law, e.g., extent that applicant district has used bonding capacity, 
etc. New Mexico's Constitution limits school district debt to 6 percent 
of the assessed value (33-1/3 percent of market value) of real property 
in the district. 

Horiiontal Equity 

For the 1973-74 school year, school districts operated under the 
staffing formula and were required to contribute 30 percent of **need.** 
Property values ranged from a high of $104,084 per ADM to a low of $2,197 
per ADM; a property wealth ratio of 47.4 to 1.0. Both the wealthieet 
and poorest districts were levying 9.45 mills for operational purposes 
that year but the poorest district was not generating it's 30 percent 
of "need." The wealthiest district had no levy for debt service (satisfy- 
ing capital outlay needs from the operational levy) whUe the poorest 
district was levying an additional 3.323 miUs for that purpose. 

Uiider the reform legislation no assistance is provided for capital 
outlay or debt service; however, the uniform levy of 8.925 mills will 
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provide 100 percent of need for mil dietricts. Since the stete chargee- . 
back 95 percent of the amount that the uniform levy would raise* the 
uaalthieet district contributee eignif icaatly more (aBout 47 tiasa more) 
toward it* a "need** per ADM than doee the pooreet diatrict. The effect 
of the charge-back ia to allow more etate reso«»rces to flow to the less 
wealthy diatricta and for the moat wealthy districts to contribute more 
toward their **need.** However, it ahould be pointed out that leas than 
5 percent of New Hssieo^a 88 achool districts have property value in 
exceea of $40»000 per ADM; and, over 75 percent of the atudenta live in 
achool diatricta with less than $10»000 of property value per ADM, The 
atatewide diatrict average waa $11,142 in 1973-74. 

Oiatributional equity ia the central feature of the reform legiala- 
tion although the uniform mill-rate charge-back provides substantive 
taxpayer equity. Coupled with the fact that local contribution to ^^need** 
repreeents only about 13 percent of the total current expenae* the 5 
percent non-equalized variance (atate takes credit for 95 percent of 
8.925 mills) amounts to less than 1 percent of current expenses for 
education. This funding provision has long been held to be one of the 
most equitable methods upon which to base stete assistance— dating back 
to 1923 when Strayer and Halg first proposed it. 

LeaaJ Considerations 

New Mexico had a Rodriqueg- tvpe suit filed which became moot upon 
the U.S. Supreme Court's 5 to 4 decision; and, like California, the New 
Mexico Constitution does provide for *'equai protection*' and therefore 
auggeets that a Serrano-type auit (in State Court) may have been forthcoming. 
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Probably the most of tdn quoted pirsphrftso Attributed to Serrano la 
that the quality o£ a child* a educntioii ahould not be a function of the 
wealth of hia parenta nnd neighbor a » but baaed upon the wealth of the 
etate aa-a«whole. Doea New Hexico*a reform legislation meet that teat? 
In the opinion of thia writer* yea. The reform legialation deflnea program 
need on a atatevide baaie» chargea-bacfc a uniform mill levy for operational 
purpoaea (the Montana Supreme Court recently ruled» aa In other atatest 
that a uniform levy for education la a atate tax), and the atate contributea 
to program-need Inveraely to local contribution to program-need. However* 
'the atate does not provide for ayatematiq f iacal aaaiatance to achool 
diatricta for capital-outlay and debt-aervice. Therefore* the quality 
of educational facllitiea and equipment In the diatricta muat rely upon 
the wealth of a child* a parenta and neighbora. (The 1975 Legialature 
haa a propoaal to provide ayatematlc capital-outlay aaaiatance aa wall 
aa emergency aaaiatance.) 

There doea remain two areaa of potential litigation related to the 
New Maxico school finance reform. The f irat regarda the provision that 
takea credit, as local contribution toward need* for 95 percent of 
P.L. 874 receipt a. 4 

Although covered by the Dole Amendment in 1973-74, eome queatlons 
remain aa to the method by which atatea may do ao under the Educational 
Amendmenta of 1974 Incorporated in P.L. 93-380. The Amendmonts require 
that the Office of Education eatabliah guldellnea to Implement the 
provlaion, but thoae guidelines are yet to be approved. The court has 
ruled in favor of the State of New Mexico with regard to the taking of 
credit for P.L. 874 funds but the method must yet he settled. 
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Anothtr area o£ potential litigation regarda tha provlalon that 
treata one achool dlatrlct differently than other dlatrlcta* Teatinony 
In the eaae haa already been given and the Court* a dedalon la expacted 
.ahortly* The caae waa not tried on the ''equal protection" dauae of 
the State Conatltutlon aa expected but on the "aupremacy doctrine" of 
a Federal action over actlona of the atate* 

Sunnary 

The prlnary Intenta of New Htexlco'a achool finance reform leglBla-< 
tlon waa to equalize expendltui.e8 among the 88 achool dlatrlcta through 
a more aophlatlcated definition of "need" and to enaure that all dlatrlcta 
would have acceaa to revenue neceaaary to meet 100 percent of "need*" 
Both dlatrlbutlonal and taxpayer equity are provided in the reform; 
dlatributional equity through defining "need" on a weighted-pupil baeea 
and taxpayer equity through the uniform property levy and by providing 
atate revenue Inversely to local revenue. Local revenue is defined aa 
95 percent of (1) the receipts of a uniform levy of 8.925 mills » 
(2) P.L. 874 receipts* (3) districts share of motor vehicle license fees» 
(4) Forest Reserve funds* and (5) regular federal vocational funds. 

It is suggested that the New Ifexico reform meets the Serrano test 
of fiscal neutrality for operational funds but remains lacking in a systematic 
provision for capital-outlay and debt-service. It was noted that the 1975 
Legislature is considering a popular Capital-Outlay Bill. 



